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fav std. fav std.
sur ~0.28 (0.79) ~0. 44 (0.76)
chi 3,94 (1.66) 3.67" (1.41)
ki ~2.01 (1.22) ~1.78 (1.21)
com -0.35 (0.23)
drr 0.37™ (0.14) 0.36™ (0.14)
cpi ~18.75 (43.5) ~30. 88 (46.3)
gdp -3.45 (54) 0.55 (54.2)
exc 52.25 (78.7) 57.94 (75.8)
absexc ~74.96 (87.4) - 85. 86 (85.4)
m2 79.81™ (31.8) 70.63™ (7.91)
R-squared 0.44 0.42
Prob > F 0. 001 0. 0001
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Empirical Study on Flexible-price Monetary Model

JIANG Chun MAO Qing SI Dengkui
( Center of Financial Research, Wuhan University, Wuhan, 430072, China; Economics and Management School ,
Wuhan University, Wuhan, 430072, China;School of Economics, Qingdao University, Qingdao, 266071, China)
Abstract : Flexible-price monetary model is one of the most classic models which explain the fluctuations of exchange
rate. However, the empirical examination of flexible-price monetary model is rare. This paper uses panel data from 1975 to
2017 for 77 countries to tackle the issue of structural breaks,cross-section dependence and heterogeneity for the monetary
exchange rate model on the basis of four-step panel analysis and zone conversion panel model. We find the evidence of the
feasibility of flexible-price monetary model on the determination of exchange rate. To be specific, we find the non-
stationarity emerging in exchange rates and monetary fundamentals series and the evidence of the long-run co-integration
relationship between the nominal exchange rates and monetary fundamentals which is rather convincing and accurate. We
have proved that excess money supply tends to depreciate the nominal exchange rate in the lower-income countries and
middle-income countries, however, considerable GDP growth tends to appreciate the nominal exchange rate in the higher-
income countries. As China belongs to the middle-income countries, we suggest that China should pay more attention to the
case of excess money and reduce the money supply for the stabilization of RMB nominal exchange rate.
Key Words: Flexible-Price Monetary Model; Transnational Panel; Panel Cointegration; Bootstrapped Panel Causal
Analysis; Zone Conversion Panel Model
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Media Communication of Monetary Policy: Market Indicators

or Conventional Indicators?

ZHANG Chengsi MOU Pengfei
(School of Finance, Renmin University of China, Beijing, 100872, China)

Abstract : This paper examines the impact factors of media reports on monetary policy in China over 2000 —2016. We
use the relevant media reports in the week after monetary policy committee meeting to determine the factors that may affect
the media reports. We further explore whether monetary policy variables and other economic variables affect the media
reports. Empirical results show that media reports do not really pay attention to market interest rate. In contrast, the media
pays more attention on policy interest rate and required reserve ratio, as well as growth rate of broad money. Therefore, the
central bank in China may consider underscoring the importance of policy interest rate, required reserve ratio and monetary
growth in central bank communication to gear up monetary policy transmission effect.

Key Words:Media Report; Monetary Policy; Central Banking

JEL Classification; E22; E52; E58
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